LETTER OPI NI ON
94-L- 24

January 31, 1994

Di ane Alm Executive Director

North Dakota Workers Conpensati on Bureau
500 E Front Avenue

Bi smarck, ND 58504

Dear Ms. Alm

Thank you for your Decenber 9, 1993, letter regarding
the construction of NND.C.C. ?? 65-02-19, 65-02-20, and
65-02-21 as they relate to the requirenents and duties
of third-party adm nistrators.

Informati on submtted by the Bureau indicates that the
Bureau presently contracts wth two third-party
medi cal adm nistrators, Health Care Cost Control, Inc.
(HCCC) and UHC Managenment Conpany, Inc. (Healthmarc),
to provide various admnistrative services to the
Bur eau.

The contract with Healthmarc states that it is for the

pur pose of providing "utilization review services" in
both in-patient and anbul atory cases. The contract
provides that Healthmarc "will develop and apply

standards of nedical necessity and efficiency which
reflect patterns of care found in established managed
care environments."” "Utilization review' is comonly
defined by the insurance industry as "a formal review
of patient wutilization or of the appropriateness of
health care services, on a prospective, concurrent, or
retrospective basis.” "Utilization mnagenment” is
defined as "the process of evaluating the necessity,
appropri at eness and efficiency of heal th care
servi ces. A review coordinator gathers information
about the proposed hospitalization, servi ce, or
procedures from the patient and/or provider, then
determ nes whether it neets established guidelines and
criteria." The Managed Care Resource, Uni t ed
Heal t hcare Corporation, M nnetonka, M\, 1992.

The contract with HCCC states that it is for the
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pur pose  of providing "nedical bil | review and
auditing.” The contract provides that "HCCC wll

devel op and apply standards of nedical necessity and
efficiency which reflect patterns of care found in

established bill review environments and in conpliance
with the North Dakota W rkers Conpensation Actand
Adm ni strative Rules.” The contract provides that
"[medical bills will be reviewed and audited for: A
Errors in billing; B. Itenms that should have been
credited; C. Duplication of Charges; D. Treatnents
not rel ated to t he conpensabl e wor k I njury;
E. Laboratory tests and x-rays not related to the
di agnosi s; F. Services or treatnments that my be
unnecessary. " The contract also provides that "HCCC
will review conplete files for issues of liability"
and "will follow through on the Client's nmanaged care

organi zation's recomendations for length of stay on
hospitalizations as well as physical therapy services,

chiropractic services and revi ewabl e di agnostic
testing.” The contract further provides that HCCC
"shall assist the Client in revising the fee schedul e
by providing technical expertise” and "wll perform
periodic in-hospital audits to determ ne conpliance
with billing standards and requirenents.”

NND.C.C. ? 65-02-19 provides in part that "[t]he
bureau shall contract for the services of a third-
party admnistrator to nonitor nedical treatnments of
injured enployees and to nonitor the paynent of
nmedi cal expenses of all workers' conpensation clains."”

The Bureau's contracts with Heal thmarc and HCCC appear

to satisfy the requirements of ND C.C ? 65-02-19.
The contract with Healthmarc states that it is for the

purpose of providing wutilization review services.
Utilization review is comonly defined by the
i nsurance industry as a fornal review of t he

necessity, appropriateness and efficiency of health
care services by conparison to established guidelines
and criteria. This wutilization review appears to be
exactly the sort of "nmoni tor[ing] [ of ] medi cal
treatnment of injured enployees" envisioned by section
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65-02- 19. In addition, the <contract wth HCCC
provides that HCCC wll review nedical bills for

treatments not related to the conpensable work injury,
| aboratory tests and x-rays not related to the
di agnosis and services or treatnents that may be
unnecessary. This review of necessity and rel atedness
by HCCC also serves to satisfy the statutory
requirement of a third-party admnistrator "to nonitor
medi cal treatment of injured enployees.”

The Bureau's contract with HCCC also satisfies the
requi rement of section 65-02-19 that a third-party
adm ni strat or "noni t or t he paynment of medi cal
expenses. " HCCC s contract calls for the review of
all medical bills prior to paynent. Thus, the Bureau's
contracts wth Healthmarc and HCCC satisfy the
requi rements of N.D.C.C. ? 65-02-19.

N.D.C.C. ? 65-02-20 provides, in part:

The bureau shall establish a nanaged care program
with a third-party admnistrator to effect the best
medi cal solution for an injured enployee. The managed
care system nust allow for a third-party admnistrator to
direct the program for nedical care of +the injured
enpl oyee upon a finding by the Bureau that the enpl oyee
suffered a conpensable injury. The nmanaged care
adm ni strator shall operate according to guidelines
adopted by the Bureau to ensure that an injured enpl oyee
receives appropriate nedical treat ment in a cost-
effective manner. The managed care adm nistrator shall
assist the Bureau in the nedical mnagenent of clains
wi thin the bounds of workers' conpensation |aw.

The Bureau's contracts with Healthmarc and HCCC, in
the context of the Bureau's nultifaceted managed care
program appear to satisfy the requirenments of section
65- 02- 20. The contract with Healthmarc provides for

utilization review of treatnents of injured workers.

Utilization review involves eval uati on of t he
necessity, appropriateness and efficiency of health
care services. The primary purpose of this review is
to "effect the best nedical solution for an injured
enpl oyee" by ensuring that only necessary, appropriate
and efficacious treatnents are offered to injured
wor ker s. The nmedi cal review and audit program
conducted by HCCC al so helps to serve this purpose of

seeking the "best nedical solution" by reviewing bills
for treatnents that are not nedically necessary and
for treatnents unrelated to the purported diagnosis
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Li kewi se, the reviews by Healthmarc and HCCC help to
"ensure that an injured enployee receives appropriate
medi cal t reat ment in a cost-effective manner."

The managed care program as established by the Bureau
contenplates that both Healthmarc and HCCC wll
provide the Bureau with recomendati ons regardi ng what
constitutes appropriate and cost-effective medical
treat ment. The Bureau remains ultimately responsible
for deciding what constitutes appropriate treatnent.
This appears to be exactly the relationship mandated
by section 65-02-20, which states in part that "[t]he
managed care adm nistrator shall assist the bureau in
medi cal nmanagenment of clains."” Thus, the Bureau's
contracts wth Healthmarc and HCCC satisfy the
requi rements of N.D.C.C. ? 65-02-20.

N.D.C.C. ? 65-02-21 nerely provides that "[t]he bureau
shall contract for the services of a third-party
adm nistrator to inplenent the managed care program”

In view of the fact that the role of the nanaged care
adm nistrator is to "assist the bureau in the nedica
managenent of clainms,” the Bureau's contracts wth
Heal t hmarc and HCCC also satisfy the requirenents of
section 65-02-21.

Accordingly, it is my opinion that the contracts the

Bureau currently has with Healthmarc and HCCC are in
conpl i ance wi th t he third-party adm ni strator

requirenents of N.D.C.C. ?? 65-02-20 and 65-02-21.

Si ncerely,

Hei di Hei t kanmp
ATTORNEY GENERAL
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